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Labor Income 
In the Postwar Period 

l-^OMPENSATION of employees m the first quarter of 
1952 was at an annual rate of $186 billion, $3K billion higher 
than in the previous quarter. This rise continued the 
unbroken advance begun in early 1950 and brought com
pensation of employees 25 percent above the total just 
prior to the Korean outbreak. 

The major growth in employees' compensation after mid-
1950 took place in the first year following the aggression, 
as the economy quickly took up the remaining slack in the 
labor force and production expanded sharply under the 
direct and indirect influences of the national defense program. 
Since the second quarter of 1951, when the economy entered 
a period of relative stability in over-all production and prices, 
the increase has slowed appreciably. Thus, by the second 
quarter of 1951 employees' income had risen by $29 billion, 
at annual rates, from the total of a year earlier, but the rise 
since then has been $8 billion. Of this latter amount, 
$3.5 billion is accounted for by the further advance of 
government (including mflitary) payrolls. 

Compensation of employees is the largest component of 
the national income, forming about two-thirds of the total 
in the postwar years. It measures the income accruing to 
persons in an employee status as wages and salaries and 
supplementary labor income for their participation in current 
production. Viewed from the employers' standpoint, it is 
the du'ect cost of employing labor. 

Post-Korean Developments 
Thf* impact of the mobilization program and other related 

factors in the period subsequent to the Korean invasion has 
had a markedly uneven effect on the industrial composition 
of wages and salaries. The largest expansions have occurred 
in government and in the commodity producing industries. 

Defense needs expand government payrolls 
Government pajTolls have advanced steadily since mid-

1950 as a result of the continuous expansion of the Armed 
Forces and of civilian personnel in defense activities. From 
the second quarter of 1950 to the first quarter of this year, 
government payrolls rose from $21 billion to $32 billion, at an
nual rates, or about 50 percent. More than one-lialf of the $ 11 
bfllion increase occurred in military payi'olls, and reflected pri
marfly the sizable build-up in strength. Federal civilian activ
ities accounted for about three-fifths of the remaining pa3a'oIl 
expansion, under the impetus of both augmented personnel 
and a pay raise effective in the latter half of 1951. Increased 
State and local government payi'olls stemmed largely from 
upward wage-rate adjustments. 

Commodity producing payrolls up sharply 
The private industry payi'oll rise since the onset of the 

Korean conflict—$24^ billion at an annual rate—has been 
largely _ concentrated in the commodity producing area, 
which initially was the chief beneficiary of the heightened 
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demand from consumers, business, and government. Pay
rolls in these industries, which comprise manufacturing, 
construction, mining, and agriculture, have risen 26 percent 
since the second quarter of 1950, compared with the 15 
percent rise in aU other private industries combined. As in 
the case of total employees' compensation, virtually all of the 
payroll rise in the commodity producing sector had occurred 
by the second quarter of 1951, with the gi-owth since then 
of only minor proportions. 
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In this sector, the post-Korean increase in wages and 
salaries through the second quarter of 1951 was especially 
pronounced in the durable-goods manufacturing and con
tract construction industries. In these industries, employ
ment, wage rates, and hours worked all showed significant 
increases. Since mid-1951, declines have occurred in total 
wage payments in somo consumer durable-goods industries, 
but in contract construction and those manufacturing 
industries closely related to defense production wages in the 
first quarter of 1952 e.xceeded second quarter 1951 totals. 

For nondurable-goods manufacturing as a whole, the wage 
advance from the second quarter of 1950 to the first quarter 
of 1952 amounted to 17 percent—only half as large as in 
durable-goods manufacturing and in construction. In most 
types of nondurable-goods manufactures, wages in the first 
quarter of this j^ear were below the high points reached early 
in 1951. 
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Other private industry changes 

Wages and snlarii-s in the otlicr .s('('tt)rs of (ho private econ
omy have advanced since tho middle of 1950 in inuch the 
same pattern as in the govornnieiit and eominodity produc
ing areas, but the increases have been markedly siniillor. In 
the distributive sector—ooinprisiii<; iiuiustries witiiiii trade, 
transportation, and coniiuuiiicntioiis and jiiihlic utilities—• 
they have clusteied about l.T ]i(M-e(Mit, while in the service and 
finance group tho iiieronse iivoraged 12 percent. 

COMPENSATION OF EMPLOYEES 

rose from $117 billion in 1946 to 
$178 billion in 1951 

as wages and 
salaries increased 
52 oercent. . . . 
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Higher hourly earnings spur rise 

Initially, the large gains in private industry payrofls 
stemmed from the combined effects of increased employment, 
higher hourly earnings, and a longer average workweek. 
Hourly earnings were the most important factor, as they had 
been in the earlier postwar period. Employment was a 

lesser, though considerable, element in the payroll gi'owth, 
whereas the slightly lengthened workweek was of minor 
significanee. However, with both employment and hours 
receding slightly from their mid-195] levels, the total payroll 
advance since that time has stemmed from a further, though 
slackened, upward movement of average hourly earnings. 

S u m m a r y P o s t w a r C h a n g e s 

I t is useful to view tliese recent changes in employee com
pensation against the background of developments over the 
post-World War I I period. Along with other national in
come and product series for the years 1929-50 and descrip
tions of concepts and sources and methods, estimates of the 
compensation of employees have been presented in the vol
ume National Income—1951 Edition, a supplement to the 
SURVEY OF CURRENT BUSINESS. Much of the discussion 
which follows is based on the detailed industry data on em
ployee compensation published in that report. 

Compensation of employees covers the earnings of all 
liersons in an employee status, and is therefore licteroge-
neous in character. I t encompasses a wide range of incomes, 
with the earnings of corporate officials and the wages of do
mestic servants both represented in its totals. The data on 
employee compensation availal)le from national income 
statistics are presentlj- limited to an industrial distribution, 
although for some purposes alternative distributions, such 
as by occupation of roeipient or l)y size of incomo, would be 
desirable. 

Employees^ share of national income stable 

Despite its sizable increase—from $117 billion to $178 
billion—compensation of employees represented a virtuaUy 
stable proportion of national income from 1946 to 1951. 
Except for 1948, when it dipped lower, in every postwar year 
it amounted to almost 65 percent of the national income total. 
This percentage, moreover, corresponds closely to the aver
age proportion of national income constituted by em])loyee 
income in years just preceding the war. Similar generaliza
tions are applicable to the private sector of the economy, 
where compensation of employees accounted for three-fifths 
of private national income both in the postwar and immediate 
prewar years. 

Wages and salaries averaged about 95 percent of employee 
compensation in the years 1940-51, with the remainder con
sisting chiefly of employer contributions under government 
social insurance and private jiension plans. 

As defined for national income purposes, wages and salaries 
include not only cash pajancnts commonly classified in this 
category, but also tips, bonuses, commissions, and the value 
of income in kind furnished emjiloyees. 

W a g e s a n d S a l a r i e s i n P r i v a t e I n d u s t r y 

After the initial dislocations following the war's end, pri
vate-industry wages and salaries moved up rapidly. From 
an annual rate of $82 billion in the first quarter of 1940, they 
rose quarter by quarter to a rate of $118 biflion at the end 
of 1948, as emploj'inent and production expanded to meet 
the heany demand from consumer, business, and foreign 
sources. 

In the mild recession of 1949, private payrolls were re
duced slightly, but with the business upturn in early 1950 
they recovered and in the second quarter of that year ex-
cec^ded the high year-end 1948 totals. Foflowing the inva
sion in Korea, payrolls and employment, under the stimulus 
of accelerated demand from every sector of the economy, 
spurted sharply into the first half of 1951, reaching a rate of 
$141 bfllion in the second quarter. Since then, the payroll 
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total for private industry has been quite stable, as the ex-

{)ansionary effects of the rearmament program have been 
argely_ offset by curtafled consumer and business purchasing. 

For private industry as a whole, wages and salaries in 1951 
amounted to $140 bilhon, 55 percent more than the $91 
bfllion aggregate of 1946. 

Hourly earning main factor 

As table 1 indicates, advances in hourly earnings have been 
the most important factor in the postwar growth of private 
industry payrolls, with the increase in man-hours stemming 
from higher employment partiaUy offset by reduced hours of 
work. The steady rise in hourly earnings—^which encom
passes the effects of wage-rate changes, shifts in the indus
trial composition of employment, upgi'ading, and other related 
factors—amounted to 45 percent from 1946 to 1951, and 
accounted by far for the major part of the total payi'oU change. 

Among the factors contributing to the ex-pansion of hourly 
earnings in the postwar period have been a relatively tight 
labor supply and employee pressm'e to maintain real earnings 
in a period of rising prices. Except for 1949, the economy 
has absorbed the growth of the labor force, and the number of 
unemployed—averaging 4 percent of the civflian labor force, 
close to the minimum in a fluid economy—has represented 
no great problem on a national scale. 

Patterns set in organized industries 

Wage rate patterns in the postwar period have been domi
nated by a series of settlements (the so-caUed "rounds") 
which were negotiated in the large mass-production in
dustries and graduaUy extended throughout the economy. 
The first of these settlements occurred early in 1946 and was 
occasioned by the efi'ort to buttress earnings against the 
sharp curtaflment in hours of work, particularly in manu
facturing, after the end of the war. 

The pressure for further increases resulted from the sharp 
price advance foflowing the lifting of price controls in the 

suminer of 1946. In most cases, the second round increases— 
negotiated between mid-1946 and mid-1947—were of lesser 
proportions than the fu'st. 

A period of relative wage-rate stabflity then ensued, as the 
price rise slowed at the close of 1947 and came to a halt in 
early 1948. However, this spell was short lived. As prices 
renewed then* ascent, negotiations took place which by 
mid-1948 led to the wage increases of round three for a large 
number of industries. These increases, in general, were 
smaller than the two preceding. The mfld recession of 1949, 
with the accompanying decline in commodity prices, took 
the pressure off rising money wages, and in the new imion-
management contracts negotiated the main issues centered 
on the supplementary benefits of insurance and pensions. 

Table 1.—Components of Changes from 1946 to 1951 in Private 
I n d u s t r y W a g e s a n d S a l a r i e s ' 

[Billions of dollars) 

Change In priTale-indualry wages 
and salaries. 

Amount of clinngo nttributnbie to: 
Hourly earnings and related factors. 

1040-47 

14.2 

10.8 

4.0 

- l . f i 

1047-48 

10.9 

10.3 

2.3 

- 1 . 7 

1948-4D 

-2 .6 

4.7 

- 4 . 8 

-2 .4 

1949-60 

10.6 

6.0 

4.2 

- . 0 

1050-51 

16.8 

9.0 

6.2 

.9 

1040-51 

49.8 

42.3 

12.8 

—6.3 

I Detail will not necessarily add to total because of rounding. 

Source: U. S. Department of Comwerco, Ofllcc of Business Economics 

As business conditions improved in early 1950 some wage 
contracts were negotiated, but it remained for the impact of 
Korea, with the spm-t in demand and prices and the antici
pation of wage controls, to hasten the spread of wage in
creases. Particularly noteworthy in this later period was the 
increasing acceptance, both by labor and management, of 
the practice of tieing wage rates to the consumers' price index. 
With the enactment of wage-price controls in early 1951, this 
general principle was recognized by the Wage Stabflization 

Table 2.—^Wagcs and Salaries, Number of FuU-Time Equivalent Employees, and Average Annual Earnings per Ful l -Time Employee, by 
Industry Divisions, 1946-51 * 

Wages and salaries (millions of dollars) 

1049 1950 1951 

Number of full-llmo equivalent employees 
(thousands) 

1047 1048 1949 1050 1051 

Average annual earnings per full-time employee 
(dollars) 

1940 1047 1948 1949 1950 

All Industries, total 

Agriculture, forestry, and fish
eries 

Mining 
Contract construction 
Manufacturing 

Durable goods induatrlos. 
Nondurable goods Indus

tries 

Wholesale and retail trade 
3?inanc8, Insurance, and real 

estate.. 
Transportation 
Communications and public 

utilities 
Services 

Government and govcrnniont 
enterprises' 

Civilian 
Federal 
Stato nnd local 

Military 

Addendum: All private indus
tries 

2,798 
2,358 
4,412 

30,476 

18,035 

17, 541 

19, .̂ 29 

3,926 
8,478 

2,824 
0,707 

20,050 

12,071 
0,439 
0,232 

7,902 

90,577 

122,069 

3,102 
2,020 
6,826 

42,600 

22,007 

19,893 

22,818 

4,292 
9,046 

3,286 
11,015 

17, 260 

13,171 
6,735 
7,430 

4,068 

104,803 

134,367 

3,354 
3,340 
7,093 

46,455 

24,767 

21,008 

26,318 

4,769 
0,004 

3,809 
11,867 

18,698 

14,713 
6,026 
8,087 

3,070 

133,432 

3,223 
2,931 
0,887 

43,828 

22,605 

21,103 

26, 018 

6,003 
0,286 

4,030 
12,236 

20,386 

10,122 
0, .Wl 
0,691 

4,248 

113,047 

146,844 

3,109 
3,158 
7,859 

40,386 

20,277 

23,109 

27,442 

8,630 
0,760 

4,212 
13,128 

22,251 

17,133 
6,888 

10,246 

5,101 

123, 693 

109, 455 

3,345 
3,613 
9,037 

57,050 

32,733 

25,223 

30,030 

0,064 
10,940 

4, 073 
14,190 

29,105 

20,030 
8,847 

11,183 

9,066 

140, 3.10 

2,288 
871 

1,739 
14,493 

7,200 

7,287 

8,127 

1,611 
2,876 

1,100 
f), 223 

8,rJ4 

5,295 
2,358 
2,937 

3,434 

38,228 

46,977 

2,366 
938 

2,000 
15,216 

7,707 

7,418 

8,674 

1,663 
2,874 

1,177 
6,603 

0,717 

5,113 
1,006 
3,147 

1.699 

40,260 

47,830 

2,440 
986 

2,274 
15,285 

7,779 

7,606 

8,832 

1,609 
2,808 

1,269 
6,021 

0,712 

5,230 
1,021 
3,318 

1,468 

40, 663 

2,390 
015 

2,120 
14,172 

0,073 

7,100 

8,726 

1,023 
2,010 

1.281 
6,045 

7,073 

5,404 
1,994 
3,470 

1,004 

39,490 

48,230 

2,277 
019 

2,342 
14,061 

7,624 

7,427 

8,904 

1,080 
2,640 

1,209 
6,030 

7,300 

6.697 
1,093 
3,604 

1,704 

40,930 

62,086 

2,199 
924 

2,006 
16,004 

8,498 

7,500 

0,162 

1,770 
2,760 

1,300 
0,101 

9, lO.'i 

6, 008 
2. 348 
3,020 

3,192 

42.021 

2,308 

1,223 
2,710 
2,637 
2,517 

2, 628 

2,407 

2,403 

2,698 
2,948 

2, 567 
1,870 

2,364 

2,303 
2, 731 
2,122 

2,310 

2,608 

1,311 
3,113 
2,828 
2,703 

2,800 

2,082 

2,001 

2,764 
3,147 

2,702 
2,002 

2,500 

2,676 
2,017 
2,303 

2,544 

2,809 

1,376 
3,337 
3,119 
3,039 

3.183 

2,891 

2,807 

2,058 
3, 442 

3,002 
2,111 

2,780 

2,808 
3,137 
2,618 

2,704 

2,812 

2,806 

1,349 
3,203 
3,235 
3,003 

3,250 

2,040 

2,036 

3,083 
3,657 

3,161 
2,108 

2,882 

2,9.51 
3,275 
2,764 

2,648 

2,803 

3,024 

1,365 
3,436 
3,366 
3,303 

3,492 

3,111 

3,082 

3,270 
3,084 

3,319 
2,214 

3,040 

3,001 
3,460 
2,843 

2,904 

3,020 

3,263 

1,621 
3,802 
3,098 
3,001 

3,862 

3,321 

3,278 

3,420 
3,907 

3,678 
2,327 

3,176 

3,360 
3,708 
3,080 

2.837 

3,270 

' Individual industry detail for years 1929-60 Is presented in Olllco of Bustaoss Economics 
report National Incamt—lOBt Edition, a supplement to the StinvEY OF CUKHENT BUSINESS. 

»Totol includes very smoil amounts for Rest of World industry, which covers United States 

998893°—62 2 

residents employed in tho United States by foreign governments and International organiza
tions. 

Sourco: U. S. Department of Conuiierce, Olllco of Business Economics. 
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Board, and wage rates in many industries drifted upward in 
1951 to meet the increased cost of living. 

Workweek gradually declines 

The workweek in private industry, which averaged 43 
hours for all workers in 1946, gradually drifted lower in the 
postwar years. This decline, which was halted in 1951, 
brought the average workweek down to 41 hours last year— 
4Ĵ  percent below 1946 and about the same as in 1940. Ex
cept for railroads and coal mining, where the workweek has 
declined since 1946 by 11 percent and 15 percent, respective
ly, the hours reductions that have occurred have been 
moderate. In durable goods manufacturing, hours in 1951 
averaged slight^ higher than in 1946, as they had during 
most of the earlier postwar period. 

Changes in average annual earnings 

The average annual earnings data presented in table 2 
summarize the combined efl'ects of changes noted above in 
the length of the workweek and in average hourly earnings. 
These data, it may be noted, refer to the earnings of all full-
time employees—the average wage-and-salaiy income per 
man year of full-time work—and are a useful measure for 
comparisons of inter-industry earnings levels and changes 
over time. 

ANNUAL EARNINGS 

in industries employing seven-fenths of all privafe 
workers increased more than 35 percent 
from 1946 to 1951 
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Increases in emploj'̂ ees' average earnings among the major 
industry groups from 1946 to 1951 were far from uniform, 
varying from 24 percent in agriculture, forestry, and fisheries 
to almost twice that in contract construction. The largest 
advances occurred in contract construction, durable goods 
manufacturing, and mining, while those in the distributive 
sector of the economj'̂  and in nondurable goods manufactur
ing were about average. The increases shown by the service, 
finance, and agricultural industry divisions, ranging from 24 
percent to 32 percent, lagged considerably behind the 38 
percent rise for the private industry sector as a whole. 

Among the 64 individual private industries for which 
separate estimates are prepared, the rise in average amiual 
earnings per full-time employee from 1946 to 1951 varied 
from 3 percent in the motion picture industry to 55 percent 
in automobile manufacturing. However, in industries em
ploying one half of all private wage and salary workers, the 
increases fell between 35 percent and 45 percent. (See the 
accompanying chart.) In industries accounting for three-
fourths of total private employment, the range was from 
30 percent to 50 percent. 

Changes in hourly earnings 

Because the effects of changes in hours are reflected in 
the average annual earnings data, industry differentials in 
hourly earnings changes are obscured. For most industries 
tliis is not important, since the change in the length of the 
workweek was small. However, the substantial decline in 
hours worked in coal mining and in the railroads accounts 
for the fact that in the transportation and mining divisions 
as a whole, emplo3'-ees' average annual earnings experience was 
less favorable than that in average hourly earnings. Hourly 
earnings gains in these organized groups were the sharpest, 
wliile gains in manufacturing and contract construction 
approximated the 45 percent over-aU private industry rise. 
The remaining industry divisions, generally those in which 
there is a lesser degree of unionization, showed considerably 
smaller advances. 

Employment expands one-eighth 

A lesser factor than hourly earnings in the growth of private 
industry payi'oUs—^responsible for only about one-third as 
much of the increase since 1946—^has been the rise in em
ployment. From 1946 to 1951 average full-time equivalent 
employment in all private industries increased from 38.2 
million to 42.9 million, or about one-eighth. Full-time 
equivalent emplojonent measures man-j'̂ ears of full-time em
ployment of wage and salary earners and its equivalent in 
work performed by part-time workers. Full-time employ
ment is defined in terms of the number of hours which is 
customary at a particular time and place. 

Unlike the advance in hourly earnings, the postwar ex
pansion in employment was not accomplished in steady 
fashion. As table 2 indicates, it reflected sizable increases 
in the immediate postwar yeara, when virtually full employ
ment was attained, a decline during 1949, and further 
advances after the Korean outbreak. 

The termination of World War II resulted in an immediate 
and sharp curtailment of employment in the durable-goods 
manufacturing industries. The transitional employment 
problem wliich tliis and the rapid military demobilization 
created was solved in part by the voluntary mthdrawal of a 
large part of the abnormally high wartime labor force. The 
more positive solution came, however, from prompt employ
ment opportunities in contract construction, trade, and non
durable goods manufacturing—industries wliich had been 
restricted in wartime but which expanded smftly under the 
buoyancy of postwar demand. By the start of 1947, almost 
all available manpower was already employed, and further 
growth was Umited by the slow increase in the labor force. 
Tliis expansionary phase of employment persisted thi'ough 
thelatterhalf of 1948. 

With the business do^\^lturn in 1949, private employment 
averaged 4 percent less than in the previous year, -with about 
half of the drop occurring in the durable-goods manufacturing 
industries, wliich were particularly affected by the changing 
business policies in respect to inventories. This decline was 
made up in the latter half of 1950. From July to December 
1950, private emi^loyment rose by 1,250,000, one of the 
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largest increases on record for a six-month period, and then 
advanced further in the first half of 1951. In the latter half 
of the year, private employment stabilized at a level about 
5 percent above that of 1950. 

Employment pattern differs from prewar 

The expansion in emplo;\Tnent over the last decade has 
been accompanied by significant sliifts in the industrial com
position of workers. Compared with the year 1940, larger 
proportions of private postwar workers have been engaged in 
manufacturing, contract construction, trade, communica
tions, and public utilities, while proportionately fewer 
workers have been employed in agriculture, mining, finance, 
and the service industries. (See table 3.) Some of these 
changes are in keeping with longer term trends—such as the 
declines in agriculture and mining and the increases in manu
facturing and trade. 

I t is significant that, as compared to prewar, the postwar 
distribution of private employment is somewhat more con
centrated in the higher paying industries. In 1946, the pre
war distribution of employment would have yielded a payi'oU 
about 3^ percent lower than that which actually obtained. 
Private employment continued to move in the direction of 
higher pajdng industries in the postwar j'-ears, although tliis 
factor has been relatively unimportant in the overall payroll 
growth. From 1946 to 1951 the employment sliift was 
responsible for about 1% percent of the $50 billion payroll 
increase in private industry as a whole. 

Tabic 3.—Percent Dis lr ibul ion of Private Industry Full-Tinie 
Equivalent Kmploynient, by Industry Division, 1929, 1940, 
194f)-.'51 

Table 4.—Percent Distribution of Private Industry Wages and 
Salaries, by Industry Divisions, 1929, 1940, 1946-51 

Pr iva te industr ies , total 

Agricul ture , forestry, a n d 

Con t rac t construction 
Monufactur iuB 

D u r a b l e goods Indus-

Nondurab lo goods in-

Wliolcsalo a n d retail t r ado . . 
F inance , insurance, ond 

Transpo r t a t i on 
Communica t ions a n d pub 

lic util i t ies 

1020 

100.00 

9.69 
3.00 
4.02 

32.40 

16.43 

17.00 

18.13 

4.17 
8.95 

3.21 
16. 05 

1010 

100. 00 

8.41 
2.02 
4.05 

34.32 

16.84 

18.48 

20.43 

4.24 
0.53 

2.83 
16.20 

1040 

100. 00 

6.09 
2.28 
4.65 

37.91 

18.85 

19.00 

21.20 

3.05 
7.62 

2.88 
13.00 

1047 

100.00 

6.88 
2.33 
6.12 

37.70 

10.37 

18.43 

21.30 

3.80 
7.14 

2.92 
13.07 

1948 

100. 00 

5.03 
2.40 
6.63 

37.17 

18.02 

18.25 

21.48 

3.01 
0.83 

3.00 
13.07 

1049 

100.00 

0.05 
2.32 
5.30 

36.80 

17.00 

18.23 

22.00 

4.11 
0.01 

3.24 
14.29 

1950 

100.00 

5.56 
2.25 
6.72 

36.63 

18.38 

18.16 

21.75 

4.13 
0.47 

3.10 
14.40 

1061 

100.00 

6.12 
2.15 
0.07 

37.60 

10.80 

17.70 

21.35 

4.12 
0.43 

3.04 
14.21 

Sourco: U. S. Dopartment of Commerce, Odlco of Business Kconomlcs. 

The following discussion of postwar shifts in the industrial 
distribution of private wages and salaries wiU be limited to 
the changes since 1947. By that time most of the wartime 
control measures had been swept awa.y, production re
organized for civilian demand, and the Nation's resom'ces 
fuUy employed. 

Construction rise largest 

Among the major industries, the largest relative payroll 
gain was scored in contract construction, where wages and 
salaries expanded from $5.8 billion in 1947 to $9.6 billion in 
1951. Tills 65 percent rise increased the proportion of the 
private industry total originating in contract construction 
from 5.6 percent to 6.9 percent. (See table 4.) Spurred by 
the heavy demand for housing and the large business outlays 
for now plants, the contract construction industry has in
creased its share of the private-industry payroll total in 
almost every year since the close of the war. Larger than 

Private Industries, total 

Agriculture, forestry, and 
fisheries 

Mining 
Contract construction 
Manufacturing 

Durfihlo goods Indus
tries 

Nondurable goods in
dustries 

Wholesale and retail trnde-
J?inance, Insurance, nnd 

real estate 
Transportation 
Communications and pub

lic utilities 
Services. 

100.00 

3.13 
3.35 
a. 40 

35.00 

17.90 

17.70 

20.50 

0.18 
10. 44 

3. ,10 
11.88 

1940 

100.00 

2 00 
3.13 
4.10 

37.80 

10.32 

18.57 

21.01 

.5.74 
8.84 

3.75 
11.00 

1040 

3.00 
2.61 
4.87 

40.27 

20.00 

10.37 

21. .50 

4. .13 
9.30 

!i. 12 
10.78 

1047 

100.00 

2.00 
2.70 
5. 50 

40. 55 

21.57 

18.08 

21.77 

4.10 
8.03 

.3.14 
10.51 

1948 

100. 00 

2.00 
2.80 
0.13 

40.17 

21.41 

18.70 

21.89 

4.11 
8.36 

3.29 
10.20 

100.00 

2.85 
2. .W 
0.00 

38.77 

20.05 

18.72 

22.00 

4.43 
8.21 

3. .57 
10.82 

100.00 

2.52 
2. 50 
0.30 

30.00 

21. 20 

18.70 

22.20 

4.48 
7.90 

3.41 
10. 02 

2.38 
2.60 
0.87 

41.29 

23.32 

17.97 

21.40 

4.31 
7.80 

3,33 
10.11 

Sourco: U. S. Department of Commerce, OlUce of Husincss Economics. 

average gains in both employment and average earnings have 
both been responsible for the growth in payrolls since 1947 
with the latter factor the more important. 

Manufacturing payroll gain small 

The share of private payrolls accounted for by the manu
facturing industries has varied considerably in the postwar 
period. From 1947 to 1950 the proportion of payroll con
stituted by manufacturing declined, both in the durable and 
nondurable goods groups. This decline—from 40.6 percent 
in 1947 to 40.0 percent in 1950—stemmed solely from reduced 
employment, as the average annual earnings experience of 
factory employees was better than average. 

Post-Korean developments, particularly those relating to 
the rearmament program, resulted in a rise in the proportion 
of payroll constituted by manufacturing to 41.3 percent in 
1951 as both employment and average earnings in tho durable 
goods sector rose more than average. The payroll share of 
the nondurable goods industries declined from 1950 to 1951 
under the adverse efl'ects of lagging consumer spending, and 
constituted a smaller proportion of the private aggregate 
than in 1947. 

Communications and public utilities expand 
Although the share of total private payrolls accounted for 

by the commimications and public utilities division is some
what smaller than before the war, it increased moderately 
over the postwar period, from 3.1 percent in 1947 to 3.3 per
cent in 1951. This increase centered in the electric and gas 
utilities industry, and stemmed from slightly larger than 
average increases in both employment and average annual 
earnings. 

Trade share higher in most years 

Payrolls in retail and wholesale trade constituted a slightly 
smaller proportion of the private total in 1951 than in 1947. 
Until 1951, however, the proportion of payroll originating in 
trade in the postwar years had expanded slightly, as employ
ment increased to handle the larger volume of consumer 
purchases and aimual carnmgs kept pace with the all-indus
try movement. Last year, with consumer spending lagging, 
both employment and employee average earnings in trade 
increased at a slower pace than for all private industries gen
erally, and payrolls fell back to about the 1947 proportion. 

Transportation decline related to war 
The share of private industry payrolls originating in the 

transportation industry declined steadily in the postwar 
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years, from 8.6 percent in 1947 to 7.8 percent in 1951. This 
decrease is almost all attributable to below average payroll 
advances in tho railroads and in water transportation. In 
both cases, actual employment declines have been responsible 
for the payroll lag, and are traceable to the special circum
stances affecting each industry during wartime. 

Railroad employment in wartime was stimulated not only 
by the large traffic and passenger requirements, but by the 
restrictions imposed upon competing forms of operation and 
by the sharp curtailment of private automobile use. With 
the rcestablishment of more normal relationships as the post
war period lengthened, payrolls originating in the railroads 
declined from 4.7 percent to 4.1 percent from 1947 to 1951. 
Water transportation payrolls have gradually diminished to 
but two-thirds the total constituted in 1940 because of declin
ing deep-sea operations as world trado resumed more custom
ary channels and other nations rebuilt and expanded their 
merchant fleets. 

For the transportation iiulustry as a whole, tlie postwar 
movement of annual earnings has approximated that of all 
private industries. 

Employees' earnings in services lag 

The payroll experience of the service industry has been 
generally similar to that of trade. The services constituted 
an increased proportion of tho private payroll total in several 
postwai' yeai"s, chiefly because of greater than average em
ployment gams, but last year sustained a relative payi-oU 
decline as employment and employees' earnings rose at a loss 
than average rate. The proportion of private employees in 
tlie services was larger in 1951 than in 1947, chiefly in private 
households (domestic servants) and medical and othor 
health services. However, because this area includes a 
number of the industries in Avliich tho average earnings 
advance has been smallest the relative payroll growth has 
been retarded. 

Shares of agriculture and mining reduced 

The proportion of payi'olls originating in both mining and 
agriculture has declined since 1947. In each industry the 
decline is mainly attributable to the unusual circumstance 
of an a.bsolute decrease in emplojanent, but it reflects also 
a smaller than average rise in annual earnings. 

For both industries, tlie payroll and emjiloyment changes 
are in line Avith longer term trends. In mining, the entire 
relative decline has centered in coal mining, where man-
])ower requkements have been reduced by the gro\ving in
roads of competitive fuels for both industrial and household 
uses. Heavily weiglited by developments in coal, the post
war increase in i;.verage hourly wages in mining was one of 
the largest of any industrial division, but becauso of the 
sharp reduction in liours worked, from 41 in 1947 to 38.5 
in 1951, the rise in avernge annual earnings in mining was 
fractionally below the one shown by jirivate iiuUistry as a 
whole. 

G o v e r n m e n t W a g e s a n d S a l a r i e s 

From 1940 to 1951, government wages and salaries— 
Federal (including military), State, and local combined— 
expanded from $20.0 billion to $29.1 billion. However, this 
rise was largely a product of post-Korean developments, 
since in the second quarter of 1950 government wages and 
salaries were, at an annual rate, very little difl'erent from 
the 1946 total. 

Table 2 presents a breakdown of total government wages 
and salaries into broad component parts. Civilian wages 

and salaries, it may be seen, have increased steadily in the 
postwar period, reflecting the movement of State and local 
government pajTolls. 

Sharp rise in State and local payrolls 
The total payroll of State and local governments has 

sliowm a steadily rising trend in the postwar period, advanc
ing from $6.2 bilhon in 1946 to $11.2 billion in 1951. In
creases in the school and nonschool segments were of approx-
imatety equal magnitude. 

The large advance in State and local government payrolls 
is accounted for in part by increased employment necessi
tated by the large increase in school enrollment and the rein
statement of many public services wliich had been severely 
curtafled during the war. From 1946 to 1951, school em-
plo.>miont rose 20 percent, and nonschool emplojanent 25 
percent. 

Prior to the war, the average annual earnings of State 
and local government employees exceeded the average for 
all employees. However, during the war State and local 
em])loyee earnings lagged considerably beliind the over-all 
average—rising only three-fifths as much—and by the close 
of the war had fallen below it. Faced with a tight labor 
supply and the grooving need for increased services, State 
and local government units raised wages sharply, both to 
attract and retain personnel. As a result, average annual 
earnings of all State and local employees expanded by 46 
percent from 1946 to 1951—from $2',122 to $3,p89-^\vith 
the largest relative increases received by teacliing staff's. 
Despite this sizable gain, the average earnings of State and 
local government employees in 1951 wore still below the 
$3,253 average for all-industry employees. 

Rearmament raises Federal payrolls 
Federal Government pajTolls (including mihtary) fell 

below the 1946 total in the years 1947-50 but rose above it 
in 1951 under the impetus of the mobilization effort follow
ing the Korean invasion. The 1951 Federal payi'oll of 
$17.9 billion was 25 percent above 1946 and 50 percent 
above 1950. 

Federal civilian payrolls declined m the two years follow
ing the war with the discharge of large numbers of temporary 
war service personnel in Government sliipj'ards and arsenals 
and in the war agencies. The postwar IOAV in Federal 
civilian employment was reached in 1948, bj'' which time the 
number of employees had been reduced by 35 percent from 
the wartime totals. Despite the decline in employment 
from 1947 to 1948, Federal civilian pajTolls rose in the'latter 
year because of the granting of cost-of-living pay increases. 

A sizable expansion in Federal emplojanent during 1951 
resulted from the national defense and economic control 
programs, and lifted employment to the 1946 level. Average 
monthly employment increased bj'̂  18 percent in 1951 over 
1950, and paja-olls e.xpanded at an even larger rate—28 
percent, from $0.9 billion to $8.8 bfllion—because of some 
lengtliemng of the workweek and a paj'' increase covering 
the latter half of the j^ear. 

Since average employment in 1951 was about the same as in 
1946, practically all of the payroll difl'crcncc maj'' be ascribed 
to higher average earnings. Federal civilian employees have 
been given four general salaiy increases in the postwar period. 
Those adjustments, together with merit increases and some 
upgrading in the composition of employment, have resulted 
in an advance in average annual earnings from $2,731 in 
1946 to $3,708 in 1951. This increase of 38 percent was the 
same as that ex])erienced by private industiy employees in 
the aggregate. Despite this postwar sho\\ang, the average 
annual earnings of Federal civilian employees have risen by 
far less than those of private industry workers since 1940. 
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Lflio other Federal employment, mflitary strength con
tinued to decline after the war until 1948, and then rose 
moderately through 1950. The largo expansion in 1951 al
most doubled the size of the armed forces. As in the case of 
civflian employment, military strength last year averaged 
almost as high as in 1946. Because of two rate advances in 
the postwar period, military payroUs of $9.1 bfllion in 1951 
exceeded the 1946 total of $8.0 bfllion by almost 15 percent. 
The mflitary segment was slightly more than one-half of aU 
Federal Government payrolls last year. 

Earnings increase exceeds price rise 
The 38-percent rise in average annual earnings of all fuU-

time civilian employees—in government and in private in
dustry—from 1946 to 1951 was somewhat in excess of the 
33 percent rise in the consumers' price index over the same 
interval. In view of the 4-percent reduction in hours of 
work in this period, this would indicate a rise of about 8 
percent in the purchasing power of the average civflian 
worker's hourly earnings. However, in many industries, 
employing one-fifth of all civflian wage and salaiy workers, 
the rise in employees' average annual earnings since 1946 has 
been less than 33 percent. In these industries workers' real 
wages, on the average, have suffered. 

Supplements to Wages and Salaries 

Supplements to wages and salaries in 1951, totaling $8.7 
billion, were half again as large as in 1946, with aU of this 
growth occurring since 1948. 

Supplements consist of the monetary compensation of 
employees not commonly regarded as wages and salaries. 
Its components, shown in table 5 for the years 1946-1951, 
consist of employer contributions for social insurance (in
cluding Government life insurance for members of the Armed 
Forces) and to private pension and welfare funds, compensa
tion for injuries, directors' fees, pay of mflitaiy reservists, 
and a few other minor items of labor income. 

Strong growth in private supplements 
Unlike wages and salaries, which turned down in 1949, 

private industiy supplements have shown an unbroken rise 
in the postwar period, from $3.9 bfllion in 1946 to $7.4 bfllion 
in 1951. As a result, they increased from 4.3 percent to 5.3 
percent of private industiy payroll. Essentially, two com
ponents were responsible for the rising proportion of supple-
mentaiy benefits: contributions for old age and survivors 
insurance and employer contributions to private pension and 
welfare plans. State unemployment insurance contributions 
rose at about the same rate as private payrolls generally, and 
the change in the railroads' contributions for retirement and 
unemployment insurance matched that industiy's payroU 
growth. 

After having been postponed for some time by congres
sional action, the contribution of employers (and employees) 
under the old age and survivors insm-ance program was raised 
from 1 to IK percent of taxable wages, effective January 1, 
1950. This factor, together with the large rise in covered 
payroUs and the amendments to the Social Security Act 
which last year expanded employee coverage and raised the 
taxable wage base from $3,000 to $3,600, served to increase 
employer contributions from $0.7 billion in 1946 to $1.7 bfllion 
in 1951. 

Private pension and weKare plans have gained prominence 
in the postwar period as they have come to be tho subject of 
union-management bargaining in wage contract negotiations. 
Contributions in this categoiy relate to the following pro-
gi'ams: pensions, health and welfare programs, and group 
insm-ance. 

Private pension plans burgeoned during wartime when the 
wage stabflization progi-am limited the wage increases 
employers could gi-ant but permitted them to make reason
able contributions to employee insm-ance and pension pro
grams. As a resiflt, employer contributions to private 
pension and welfare plans, which had amounted to $200 
mUlion in 1941, spiu-tod to $900 miUion in 1945. 

Postwar trends reflect union activity 

Contributions to these plans continued to increase in the 
postwar period both as a result of the uptrend in payrolls— 

Table 5.—Supplements to Wages and Salaries, 1946-51 

(Millions of dollars) 

E m p l o y e r contr ibut ions for: 
Pr iva to pensions a n d wel-

Old ago a n d survivors 

Stato u n e m p l o y m e n t ond 
cash sickness insurance . 

Rai l road re t i rement a n d 
unemploymen t insur-

Employor contr ibut ions for: 
Q o v o m m o n t life Insur-

Fodoral civilian omploy-

Sta to a n d local omploy-

1940 

6,871 

3,857 

1,241 

087 

1,077 

302 
660 

2,014 

1,413 

241 

260 
110 

1047 

6,920 

4,039 

1,685 

780 

1,241 

414 
019 

1,200 

600 

241 

290 
100 

1948 

5,809 

4,883 

1,804 

839 

1,193 

308 
079 

020 

98 

244 

360 
224 

1949 

0,455 

5,021 

1,961 

816 

1,2.36 

300 
709 

1,434 

469 

273 

420 
282 

1050 

7,480 

0,280 

2,417 

1,361 

1,477 

300 
738 

1,200 

80 

313 

490 
317 

1061 

8,728 

7,306 

2, TXi 

1,730 

1,785 

36.1 
701 

1,303 

143 

320 

640 
300 

Porcent 
change, 
1940-61 

-1-49 

-fOI 

-1-12(1 

-fl.'j2 

-1-00 

-1-18 
-1-38 

-32 

-90 

-1-33 

-1-116 
-f227 

' Consist of compensation for injuries and directors' fees. 
' Consist of pay of military reservists, compensation for injuries, componsation of prison 

inmates, jury and witness fees, Qovommont payments to enemy prisoners ot war, marriage 
fees to justices of the peace, and (In 1951) contributions for old ago and survivors Insurance. 

Sourco: TJ. S. Department of Oommerco, Olllce of Business Economics. 

which in some cases determine the amount of contributions— 
and increasing labor pressm-e for now and expanded coverage. 
Particulaiiy noteworthy in respect to union-management con
tracts was the establishment of a jointly managed health and 
welfare fund in the coal flaining industiy in 1946 and of 
employer financed rethoment plans (generally tieing benefits 
to the social security progi-am) in many important manufac
tm-ing areas beginning with the latter half of 1949. 

In total, employer contributions under privato pension 
and health and welfare plans expanded from $1.2 bfllion in 
1946 to an estimated $2.7 billion in 1951, and during the 
postwar period were almost twice as large as employer 
contributions under the old age and smwivors insm-ance 
system. However, cmTent costs of private pension plans 
are inflated as a measm-e of the recurrent annual cost of the 
plans now in operation because of large contributions to 
cover the past service liabflity of older workers. 

Industrial differentials in supplements 

Table 6 presents data for private mdustries on the relation 
between supplementary wage benefits and wages and salaries 
in each of the postwar years. 

Tho variations among the industry divisions are quite 
considerable, with supplements as a percent of total payroll 
ranging from almost twice the 1951 private industiy average 
of 5K percent in communications and pubUc utflities to less 

{Continued on p. S4) 



24 SURVEY OF CURRENT BUSINESS May 1952 

Review of National Income and Product in the First Quarter of 1952 

(Continued from p. 6) 

terial industries dampened the effect of the payroll advances 
in the defense-supporting industries in the (iurables group 
total; however, the latter increases were in any case less than 
in the prior quarter. 

Farm income off 

Proprietors' and rental income, at an annual rate of $48K 
billion, was down $1 biUion from the fourth quarter of last 
year. This decline reflected a drop in farm income, partly 
ofl'set by an advance in nonfarm entrepreneurial incomes. 

Farm income, which is subject to irregular movements on a 
quarterly basis, dropped from a seasonally adjusted annual 
rate of $17K biUion in the final quarter of 1951 to $16 bfllion 
in the opening quarter of this year—down somewhat from 
the fii'st-quarter 1951 rate. 

The income of nonfarm proprietors, which has been virtu
ally stable since the beginning of 1951, advanced $% bfllion, 
at an annual rato, in tho first quarter. The improvement was 
in lai'ge measure traceable to the fu'st-quarter pickup in 

retail trade, which is a dominating influence in this area. 
Most of this increase is ofl'set in the personal income total 

by the deduction—starting in January 1952—of contributions 
of self-employed persons brought into the Old-Age and Sur
vivors Insurance system under the 1950 amendments to the 
Social Security Act. Theso contributions, equalling 2% per
cent of the first $3,600 of income, are estimated at $400 
miUions, at annual rates. 

Year-end extras affect dividends 

Aside from farm income, the only other major component 
of personal income to drop in tho first quarter was dividends. 
Although the decline amounted to about 7 percent of the 
fourth-quarter figure, the first-quarter level at an annual rate 
of $9 bUUon was somewhat higher than that of the corre
sponding period last year. The decline is in part attributed 
to the large volume of extra and special disbursements at the 
1951 year-end, and in part to reductions in regular disburse
ments. 

Labor Income in the Postwar Period 

(Continued from p. IS) 

than one-fifth in agricultm-e, forestry, and fisheries. The 
largest growth in supplementary benefits since 1946 has 
occurred in the mining industries, where supplementary 
benefits have risen from 4.4 to 8.6 percent of payi'oUs, prima
rfly because of the establishment of the health and welfare 
funds in coal mining. 

In most industries, a floor for supplementary benefits is 
established by compulsory contributions under the old age 
and sm-vivors insm-ance and unemployment insurance pro
grams. Except for the areas where coverage is small, such 
as agi-icultm-e and services, the costs of these benefits (as a 
percent of payi-oU) do not vary greatly among the industrial 
divisions. Such variation as does exist centers in contribu
tions for unemplojonent insm-ance, where rates may differ 
because of unemplojonont experience in the industry. Thus, 
the relative cost of unemployment insurance contributions is 
largest in tho highly seasonal construction industry (about 
2 percent of payi'oll m 1951) and smallest in the stable finance 
and utUities areas (about 1 percent of payi-oU in 1951). 

Tabic 6 .—Supplements to Wages and Salaries as a Percent of 
Private Industry Payrolls, by Industry Divisions, 1946-51 

All private industries, total.. 

Agriculture, forestry, and fisheries.. 
Mining 
Contract construction 
Manufncturlng 
Wholesale and retail trado 
Finance, insurance, and real estate.. 
Transportation 
Communication and public utilities 
Services 

1040 1047 1948 1949 1050 1961 

4.20 

.46 
4.35 
4.70 
4.71 
3.27 
5.35 
6.94 
8.08 
2.21 

4.43 

.45 
6.17 
4.70 
4.87 
3.32 
5.17 
7.09 
8.40 
2.U 

4,22 

.42 
0.05 
4.47 
4.70 
3.02 
6.90 
6.70 
8.27 
2.00 

4.44 

.60 
0.,55 
4.03 
4.07 
3.20 
0.42 
5.00 
8.07 
2.18 

6.09 

.55 
8.58 
6.00 
6.87 
3.00 
6.88 
6.09 
0.57 
2.44 

6.25 

1.02 
8.00 
6.15 
6.99 
3.81 
0.95 
0.20 
9.05 
2.69 

Source: U. S. Deparlmcnt of Commerce, Olllce of Business Economics. 

Another factor contributing to industrial differentials in 
supplementary wage benefits is the prevalence of woi-k 
hazards, as reflected in compensation for injm-y payments. 
Such pajonents represent a significant proportion of payroUs 
in contract construction, transportation, and mining, but are 
relatively smaU in the other major industries. 

The largest industrial differentials in supplementary wage 
benefits, however, are found in employer contributions to 
private pension and welfare plans. Such contributions 
presently range from almost 7 percent of payroU in communi
cations and public utflities, where pension and other employee 
benefit plans are of long standing, to minor amounts in 
agiiculture and contract construction. 

Government supplements decline 

Government supplements to wages and salaries declined 
from $2.0 biUion ki 1946 to $1.4 billion m 1951 as a result of 
reduced Federal contributions to the Government Ufe insur
ance funds. These contributions amounted to $1.4 billion 
in 1946, but only one-tenth of that amount in 1951. They 
represent largely reimbursements to the National Service 
Life Insurance Fund for death claims it had paid which were 
adjudged due to the extra hazards of military service. 

In contrast, contributions by both the Federal Govern
ment and State and local governments to civflian emploj'̂ ees' 
retirement systems, and the pay of military reservists have 
increased in the postwar period. The pay of mflitary re
servists, which is included in "other government supple
ments" in table 5, is largely responsible for the sharp rise 
this category of supplementary wage benefits has sho-svn 
over 1946. 


